Nous examinons la performance à long terme des fusions et acquisitions dans l'industrie de l'assurance responsabilité. Nous investiguons spécifiquement si ces transactions créent de la valeur pour les actionnaires des acquéreurs et évaluons comment la gouvernance d'entreprise affecte cette performance. Nos résultats montrent que les fusions et acquisitions génèrent des rendements positifs anormaux à long terme, soit après trois ans. Même si les offres amicales paraissent plus profitables que celles hostiles, l'évidence empirique ne supporte pas la conjecture que les transactions domestiques créent davantage de valeur que celles étrangères. Nos résultats sont significativement plus élevés pour les acquéreurs habituels et dans les pays où les investisseurs sont mieux protégés. Les mécanismes internes de gouvernance d'entreprise affectent significativement la performance des acquéreurs.
INTRODUCTION
Over the last decade, the insurance industry experienced a large number of mergers and acquisitions (M&A) transactions. The economic rationales for these operations include the insurers' will to increase their geographical reach, their products' range (Amel et al., 2004) and benefit from scale and scope economies (Cummins et al., 1999) . Furthermore, insurers could have initiated these transactions in order to benefit from financial synergies (Chamberlain and Tennyson, 1998) or reduce the riskiness and/or improve the amount/timing of their cash flow streams (Cummins and Weiss, 2004) .
According to Thomson Financial, M&A transactions in the US insurance industry over the 1990-2001 period account for the third of the transactions worldwide in terms of number (639 compared to 2101), and for almost 45% in terms of value (218.1$ US billions compared to 480.8$ US billions). Interestingly, US insurers do not limit their M&A activity to the domestic market, and engage more and more often in cross border operations, enhancing a worldwide consolidation movement in the insurance industry. Surprisingly, however, few studies focus on the value creation of this phenomenon with the exception of Cummins and Weiss (2004) and Floreani and Rigamonti (2001) that look into the short run market reaction of such transactions.
1
The existing financial literature, on the other hand, suggests that M&A transactions may also destroy, rather than create, value especially if they are motivated by managerial hubris (Roll, 1986) . As Denis and McConnell (2003, p.4) sustain" managers interested in maximizing the size of their business empires can waste corporate resources by overpaying for acquisitions rather than returning cash to the shareholders". Hence a negative impact on the bidders' firm value could be observed. For such behavior to be curbed, effective internal (i.e., firm-level) and external (i.e., country level) governance mechanisms, such as (1) a strong board and a concentrated ownership, and (2) a legal environment that offers strong protection to minority shareholders, need to be put in place. The legal environment relates not only to investor protection but also to transparency and overall quality of accounting standards, which have all been recently shown by Rossi and Volpin (2003) , and Moeller and Schlingemann (2005) , to be significant determinants of M&A. This paper contributes to the literature along two ways: First, we go beyond extant studies by investigating whether, in the long run, bidders' shareholders in the insurance industry benefit from this M&A phenomenon.
2 Second, we examine the impact of firm level and country level corporate governance mechanisms on the performance of US property-liability insurers involved in intra industry acquisitions. To the best of our knowledge, our paper is the first to address this issue in such a large governance framework. Indeed, the empirical literature that focused on the consequences of M&A transactions in the insurance industry did not attempt to assess the importance of cross country and firm level differences in governance structures simultaneously as possible explanations of the acquirer's performance. We specifically seek to answer the following questions: (1) to what extent does firm-level corporate governance affect the long term performance of acquirers in the US insurance industry? (2) Do cross country differences in the legal environment and investor protection affect the long term performance of these acquirers?
Our interest in intra-industry transactions stems from the following two reasons. First, intraindustry transactions are more likely to generate efficiency gains than diversifying mergers (Cummins and Weiss, 2004) . Second, studying the performance of US bidders in this type of transactions is of particular interest for regulation purposes. As a matter of fact, the European Union has issued, since the beginning of the 90's, a series of directives aimed to create a unique European insurance market and make cross-border transactions less costly especially within the Union. Simultaneously, while the United States issued the Gramm-Leach Bliley Act in late 1999, in order to reduce the restrictions on banking activities, insurance companies were not concerned and cross-border transactions were not made any easier for them. In this context, any evidence suggesting that cross-border transactions may actually create value for US acquirers would lead us to assert that American regulators should follow the example of their European counterparts and put in place some kind of regulation that facilitates and encourages cross border intraindustry transactions.
Within intra-industry transactions, we choose to focus on acquisitions made by property-liability insurers. Indeed, during the 90's there was a heavy M&A activity in this industry and we think it is worth exploring the financial consequences of this consolidation movement. Furthermore, as suggested by Cummins and Weiss (2000) , the changing industry structure that results from the recent waves of M&A and its impact on the performance of bidders in general, is an underresearched area and calls for a particular attention. Specifically, they suggest as a promising area for future research to focus on the effects of consolidation on performance and efficiency in the property-liability insurance industry due to both their theoretical and regulatory implications, and to analyze the impact of board composition and other aspects of corporate governance on performance and efficiency in the insurance industry. Our paper fills this void in the literature.
Interestingly, over the 1995-2000 period, foreign transactions made by US property-liability insurers represent only 12% of the total number of transactions they realized (see Figure 1 for a distribution of these cross border transactions). The infrequency of such deals is puzzling since no explicit regulation prohibits insurers from making acquisitions abroad. We hypothesize that either (1) cross border transactions offer no gain for the acquiring insurer in this industry, (2) or investor protection barriers such as inefficient legal infrastructures in the target home country make such transactions difficult to implement. The main innovation of this paper is to relate corporate governance (both external and internal)
using a large array of measures, to the long run performance of US property-insurance-acquirers.
Using a sample of 177 transactions made by US insurers, out of which 30 involve a foreign target, and for which we document extensive coverage of corporate governance variables, we
show that M&A indeed create value in the long run: buy and hold abnormal returns are positive and significant after three years. Our evidence suggests that tender offers are more profitable than mergers but provides no support for the conjecture that domestic transactions perform better than their cross border counterparts. Furthermore, positive returns are significantly higher for frequent acquirers and in countries where investor protection is more important (i.e., where legal rules exist and are enforced). Internal corporate governance mechanisms, such as board independence and turnover, and CEO share ownership, are also significant determinants of the long run positive performance of bidders. Specifically, once we control for the board size, higher independence of the board leads to a better performance in the long run for the bidder. This result shows that board independence improves the bidder's long term performance once the number of independent directors is sufficient to make a difference. On the other hand, as expected, the percentage of newly nominated directors (i.e., Board turnover) shows a positive and significant coefficient in all specifications. Finally, our evidence shows that the more shares the CEO holds, the lower the value creation for the bidders' shareholders over the long run. This result is consistent with arguments from the agency theory on managers' entrenchment of CEO ownership (Morck, Shleifer and Vishny, 1988) .
The remainder of the paper is organized as follows: first, we review the literature on M&A transactions in the insurance industry. In section 2, we identify and discuss potential determinants of the long run performance of acquirers, related to internal and external governance mechanisms. In section 3, we describe our sample, and in sections 4 and 5 we discuss our empirical findings from the univariate and multivariate analysis respectively. We then conclude in section 6.
M&A TRANSACTIONS IN THE INSURANCE INDUSTRY: LITERATURE REVIEW AND HYPOTHESES
Common sense dictates that bidders initiate M&A transactions only if they create value for their shareholders. Thus, studying the impact of such deals on the bidder's performance is of particular interest, especially for intra-industry transactions because these are the most likely to be driven by synergies, and hence create value. Few empirical papers investigate whether M&A transactions are value enhancing in the insurance industry, although insurers are quite active in the consolidation process.
The available empirical research shows that US acquiring insurers experience a greater efficiency and a higher profitability three year after the M&A (Cummins, Tennyson and Weiss, 1999; Cummins and Xie, 2006) . 4 The reported findings also suggest that such deals lead to a significant positive valuation effect for the acquiring insurers. Indeed, Akhibe and Madura (2001) 
B. Firm level corporate governance characteristics
Previous studies show that corporate governance at the firm level has an impact on the postacquisition performance of bidders. Therefore, we control for the bidder's governance characteristics including its ownership structure. Namely, we include variables related to the percentage of shares held by the CEO (%CEO), institutions (%INST), and block-holders (%BLOCK). We expect performance to be better, ceteris paribus, the larger the percentage of shares held by the CEO, institutions and block-holders, since agency conflicts are decreased in the presence of these stakeholders, and since participation by institutions and block-holders acts as a disciplinary device. On the other hand, these variables could be negatively related to the post acquisition performance if the important shareholding (especially by the CEO) results in an entrenchment problem. Indeed, beyond a certain threshold, CEOs and major block-holders become entrenched and pursue their personal objectives rather than maximizing shareholders'
wealth. Consequently, as long as the shareholding of these entities does not lead to an entrenchment problem, the coefficients of these variables are expected to be positive.
Within internal corporate governance mechanisms, we also assess the impact of the Board characteristics on the long run performance of acquirers. Boards of directors are generally believed to play a significant role in corporate governance (Fama and Jensen, 1983) . Governance scholars also emphasize the distinctive contribution of outside directors that are active monitors of managers in order to ensure that they act in the interest of shareholders, and other stockholders (Fama, 1980; Fama and Jeansen, 1983) . These outside directors are shown to influence very important decisions in the firm such as CEO turnover (Weisbach, 1988) and negotiation of tender offer bids (Byrd and Hickman, 1992) . Accordingly, we include the proportion of independent directors within the board (Vicknair et al, 1993) as an explanatory variable of the bidder's post acquisition performance (%INDD). We additionally use the percentage of new nominees on the board (%RENEW). 6 Boards that renew regularly their members are less likely to suffer from directors' entrenchment problems, and should exercise a better monitoring on the firm's top management. We expect these proxies for decreased agency conflicts and for a higher transparency to be positively related to post-acquisition performance. 6 Here, a new nominee is defined as a director who is nominated for the first time in the board of directors.
Finally, we consider the CEO tenure (TENURE CEO, a proxy for his experience), and the CEO independence from the chief of the board position (INDCEO) as explanatory variables of the long run performance of acquirers. Several studies document that performance is higher when the transaction is conducted by an experienced CEO and when conflicts of interests are lower, hence when the CEO does not head the board of directors (Denis and McConnell, 2003) .
C. Deal characteristics
In order to test the impact of the deal characteristics on the bidder's long run post-acquisition performance, we also include the following control variables:
Mode of acquisition (Merger or tender offers): We include a dummy variable (MERGER) that equals one if the transaction is a merger, zero otherwise. In the M&A literature, takeovers are considered to be more costly to acquirers but are more likely to be disciplinary. Although takeovers are more rewarding to targets, little is known for certain about the impact of the mode of transaction on bidders' long run performance. Hence, we provide no directional expectation on the sign of this variable and leave this issue to be resolved empirically.
Percentage of shares acquired: Transactions where the bidder obtains the control of the target are more likely to create value because they offer more flexibility for the bidder to impose its way of doing business. Also, these transactions are more likely to be disciplinary. Therefore, we control for whether the transaction led to a change in control or not 7 , and for the ownership structure of the bidder. Namely, we include a variable related to the percentage of shares acquired (%ACQ), and we expect it to have a positive coefficient.
Target's origin: Considering whether the target is domestic or foreign allows us to test our second hypothesis. We include a dummy variable (FOREIGN) that equals one if the target is foreign, zero otherwise. As discussed earlier, we do not offer any directional expectation concerning the sign of its coefficient.
Target relative Size: The relative size of the target with respect to the bidder is also shown to be a relevant determinant of the bidder's post acquisition performance. Large targets are more difficult to incorporate into the bidder's activities. Ideally, we should use the value of the target's total assets, its net sales or its market capitalization reported to the bidder's one as a measure of relative size. Unfortunately, these variables are available only for few targets and their inclusion in the regressions would cause a dramatic decrease in our sample size. To overcome this problem, we use a dummy variable (AGENCY) that equals one if the target is an insurance agency or broker zero otherwise since insurance agencies/brokers have a small size compared to the bidder's size (recall that bidders are public companies and are consequently obliged to have a minimum size in order to be publicly traded). AGENCY is expected to have a positive coefficient.
Type of transaction: This variable allows us to gauge the potential benefits of focusing versus diversifying transactions, and to test our third hypothesis. We include a dummy (FOCUS) equals one if the target and the bidder have identical four digits SIC codes, zero otherwise. The literature is generally divided as to whether it is more beneficial for acquirers to focus on their activities or to diversify them, as previously discussed. However, the evidence reported for the financial industry and more particularly for the insurance sector suggests that focusing transactions create more value for these types of acquirers. Consequently, we expect this variable to have a positive coefficient.
Type of bidder: Frequent acquirers are more likely to perform better since they have the necessary experience to conduct post-merger integration of the target's activities. Frequent M&A transactions also signal to investors that acquirers are expanding and having good future prospects which should be rewarded by the market. In order to control for this argument, we include a variable measuring the number of M&A transactions conducted by the bidder during the year of acquisition (FREQA), and expect it to have a positive coefficient. as in Floreani and Rigamonti (2001) . Returns are drawn from CRSP.
DATA AND SAMPLE

A. The Mergers and Acquisitions data
(Insert Table 1 about here)
As can be seen in Table 1 , most targets come from the UK, followed by other European countries, Northern America, and Latin America.
(Insert Table 2 about here) Table 2 provides an exhaustive description of our dataset characteristics. First, we note that most transactions in the sample are tender offers (the average number of mergers is less than 10%). We also note that the sample is largely composed of domestic acquisitions. Indeed, only 17% of the transactions involve targets located in foreign countries. Interestingly, 50% of the sample 8 These transactions were all completed by late before December 2002.
includes transactions that involve partners in the same four digit code industry. These figures show that US insurers engage more often in industrial rather than geographical diversification.
The vast majority of transactions involve a change of control, and the mean percentage acquired is 95%. For a small subset of firms, we were able to gather figures on the deal value and the method of payment. These figures show that most transactions are paid in cash, especially when they involve foreign targets. In fact, all foreign transactions are tender offers that are paid in cash.
Evidence in Rossi and Volpin (2004) shows that the probability of an all cash-bid decreases with the degree of investor protection in the home country of the acquirer. This in turn indicates that acquisitions paid in stock, require a friendlier investor protection environment.
Panel B of Table 2 also shows that board of directors in acquiring firms are, on average, composed of 11 members, out of which 5 are independent, and one is newly nominated. In half of the sample, the CEO is not independent and acts as both the CEO and the chief of the board. We also note that block-holders own on average 25% of the shares compared to 17.36% held by institutions and 6.5% held by the CEO. The CEO has an average tenure of 9 years and is in his mid-fifties.
Panel C of Table 2 shows that the vast majority of the target countries have a common legal origin (only 8.5% of the targets' home countries have a civil legal origin). This is likely due to the fact that most transactions are domestic (147 out of 177 involve US targets).
UNIVARIATE ANALYSIS
A. Long run performance
We compute our long run returns on an unadjusted and an adjusted base. To compute market adjusted returns, we substract from the acquirer's three-year buy-and-hold returns, the corresponding three-year buy and hold return of the S&P500 index.
The results reported in Panel A of Table 3 show that acquirers in our sample exhibit a positive mean buy-and hold performance over three years of 0.842. Once adjusted for the market returns, the firms show a positive overperformance of 0.573. Our first hypothesis is therefore verified. (1997) , Rau and Vermalen (1998) and Mitchell and Stafford (2000) . Indeed these studies document for their full samples, that exclude financial institutions and insurance companies, small and often not statistically significant estimates of long term price performance. Our finding of long run over-performance for M&A in the insurance industry is thus industry-specific.
(Insert Table 3 
B. Characteristics of acquirers with foreign transactions
Panel A of Table 4 reports univariate results for cross border versus domestic transactions.
According to Moeller and Schlingemann (2005) who compare stock price and operating performance across cross-border and domestic transactions, bidders earn significantly less returns and perform more poorly when targets are foreign. We first note that all transactions with foreign targets are tender offers (and paid in cash). In domestic transactions, 88% are tender offers. We also document that frequent acquirers that have a larger average number of transactions per year are more likely to buy domestic targets (average of 7 transactions per year). On average, the acquired percentage in domestic transactions is significantly higher (at the 5% level) than in foreign transactions (96.38% versus 88%), but both types of transactions involve a change in control. Within foreign target countries, 50% have a civil legal origin.
Turning to internal governance variables, we document that acquirers of foreign targets have significantly (at the 1% level) larger boards than acquirers involved in domestic transactions (14.4 and 10.46 respectively). The percentage of shares held by block-holders and by institutions is significantly (at the 5% level) higher in acquirers of domestic targets. This result suggests that these stakeholders are more heavily involved in domestic transactions that are free from political risk considerations inherent to cross border transactions.
Furthermore, we document that CEO tenure is almost twice longer in transactions that involve foreign targets, suggesting that this type of transaction calls for a larger experience of the CEO.
The percentage of shares held by the CEO is not significantly different in cross-border versus domestic acquisitions, but we find that a change of CEO occurs significantly more often in domestic transactions.
C. Characteristics of acquirers with focusing transactions
Panel B of Table 4 reports univariate results for focusing versus diversifying transactions. 95.6%
of the focusing transactions involve a target from a country with a civil law origin compared to 87.2% for diversifying transactions. A possible explanation is that focusing transactions in less protective environments are less costly to acquirers than diversifying transactions that may be more uncertain to exploit. Interestingly, acquirers that have a larger average number of transactions per year engage more actively in focusing transactions (average of 7.758 transactions compared to 4.558 and the difference is significant at the 1% level). Furthermore, insurers involved in diversifying transactions have the same board size and turnover as the ones involved in focusing transactions but are slightly more independent (the mean percentage of independent directors is 45.7% for diversifying transactions compared to 40.3% for focusing transactions with a significant mean difference at the 10%).
We also note that the percentage of shares held by block-holders and by institutions is significantly (at the 5% and 10% level respectively) higher for acquirers involved in diversifying transactions. This result suggests that these stakeholders encourage insurers to diversify their activities by entering new market sectors and may be provide the required assistance for such diversification. Finally, the results reported in Panel B of Table 4 show that diversifying transactions are initiated by more experienced CEOs (the mean tenure of the CEO is 10.19 years in diversifying transactions compared to 6.44 years in focusing transactions). This finding suggests that CEOs wait till they get a solid position in the property liability insurance industry before entering new insurance segments.
(Insert Table 4 about here)
MULTIVARIATE ANALYSIS
In our multivariate analysis, we consider the following general model:
BHAR = F (Deal Characteristics, Internal Corporate Governance, External Governance).
Where Deal characteristics refers to the percentage of shares acquired (%ACQ), the mode of Table 5 reports several specifications of our general model. Table 6 provides a description of our variables.
(Insert Tables 5 and 6 about here)
The first specification that appears in Table 5 is our basic model and controls only for the deal characteristics. Specifications (2) and (3) introduce our two measures of investor protection. We control in specifications (4) and (5) for block-holders' ownership stake and the board characteristics. Specifications (6) and (7), instead, control for institutional ownership and board characteristics. The two last specifications introduce CEO characteristics.
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Our findings go as follows: In all specifications, the percentage acquired (%ACQ) is never significant. 12 However, the dummy variable (MERGER) shows that higher returns are obtained for tender offers. The coefficient of the variable is consistently negative and highly significant (at the 10 Recall that all foreign transactions are tender offers and that they are all paid in cash. The variable Foreign is thus likely to largely capture the method of payment. 11 Some specifications with all variables together were impossible to run due to problems of correlations. 12 Note that the percentage acquired and the percentage before the transaction are highly correlated (0.96). Thus, we use the percentage acquired in all specifications. However, the results remain the same if we use the percentage before the transaction instead.
5% level) confirming the conjecture that mergers are less beneficial to acquirers. Similarly, once we control for frequent acquisitions (FREQA), we obtain a positive and highly significant coefficient (at the 1% level) indicating that frequent acquirers exhibit higher returns in the long run. This result suggests that bidders involved in several acquisitions acquire the necessary experience to integrate successfully the target's activities into their own businesses.
The dummy (FOREIGN) is consistently negative suggesting that returns to the bidders' shareholders are higher for domestic transactions, but its coefficient is significant in only one out of the nine specifications we consider. Accordingly, our second hypothesis is not supported and we can not conclude that cross border transactions perform differently from the domestic ones. In unreported results we investigate whether some specific foreign transactions lead to a significant different performance for the bidder namely: (1) Transactions where the geographic diversification is accompanied by an industry diversification, (2) Foreign transaction involving targets from the European Union. Our empirical findings suggest that these two types of foreign acquisitions do not have any significant impact on the bidder's performance since both variables have systematically insignificant coefficients.
Furthermore, as previously discussed in the description of our third hypothesis, focusing transactions are expected to generate more gains for the acquiring insurers. The introduction of (FOCUS) in all specifications of Table 5 never yields a significant coefficient. 13 As for our proxy for relative size, (AGENCY), it fails to exhibit any significance in any of our models.
In specification (2) and (3), we introduce our proxies for investor protection, namely enforcement of contracts (EC) and the composite index of investor protection (INDEX). Both variables exhibit positive and significant coefficients (at the 1% and 5% levels, respectively). This result confirms evidence in Rossi and Volpin (2001) who document that the level of shareholder protection is a 13 We do not control for the method of payment since previous findings reported in Akhigbe and Madura (2001) and Floreani and Rigamonti (2001) show that this variable has no explanatory power of the acquirers' returns in the insurance industry. Its effect is indirectly captured as previously explained by the dummy foreign.
significant determinant of the method of payment, the frequency of hostile takeovers, the premium and the volume of transactions.
14 When we introduce board characteristics, in specifications (4) to (9), we obtain systematically highly significant coefficients for board independence (%IND) and board turnover (%Renew).
Specifically, the percentage of independent directors is consistently negatively and significantly (at the 1% level) related to long run performance. This result is puzzling since independence of the board is commonly considered as a proxy for more transparency and less agency conflicts among members of the board.
In an attempt to find an explanation for this result, we take a closer look at the data, and note that, over our study period, several companies have small boards with few or no independent directors (e.g., Berkshire Hathaway Inc) while others have large boards with important shares of independent directors (e.g., Saint Paul Companies). Therefore, we introduce an interaction variable (unreported here) for the % of independent directors that controls for the board size (i.e.,
%INDD*BODSZ). The coefficients of our variables remain remarkably constant and the interaction
variable %IND*BODsz exhibits a positive and significant coefficient. Thus, once we control for the board size, higher independence of the board leads to a better performance in the long run for the bidder. This result shows that board independence improves the bidder's long term performance once the number of independent directors is sufficient to make a difference.
On the other hand, as expected, the percentage of newly nominated directors (%RENEW) on the board shows a positive and significant coefficient (at the 1% level) in all specifications. This finding suggests that boards that renew constantly their members are more beneficial to shareholders. As for the acquirers' ownership structure, we find that institutional ownership is not a significant determinant of the long run performance of acquirers, while block-holders' ownership seems negatively and significantly (at the 5% level) related to performance. This runs against arguments from the agency theory on the disciplinary role of block-holders. In order to investigate further this finding, we rerun specification (4) and (5) by replacing the percentage of shares held by block-holders with the difference between the percentage they hold and (1) the percentage of shares held by institutions (WEDGE1) and (2) the percentage of shares held by the CEO (WEDGE2). Interestingly, WEDGE1 and WEDGE2 exhibit negative and significant coefficients suggesting that block-holders' shareholdings is associated with a decrease in the bidder's post acquisition performance only when they do not belong to the bidder's management nor to the financial industry.
In specifications (8) and (9), we introduce variables related to the CEO characteristics, namely independence of the CEO from the chief of the board position, his tenure as CEO and the % of shares he holds. We document in this third set of regressions that the percentage of shares held by the CEO is significantly (at the 1% level) and negatively related to the bidder's long run performance. Hence, the more shares the CEO holds and the lower the value creation for the bidders' shareholders over the long run. This result is consistent with arguments from the agency theory on managers' entrenchment of CEO ownership (Morck, Shleifer and Vishny, 1988) .
INDCEO, our proxy for CEO (in)dependence and TENURE CEO, our proxy for the CEO experience have positive but insignificant coefficients at a conventional level. These findings suggest that independent and experienced CEOs are not more successful in conducting M&A transactions in the insurance industry.
D. Robustness Checks
Thus far, our empirical findings suggest that shareholders of US insurers in the property liability industry benefit from mergers and acquisitions in the long run. Also bidders who make multiple acquisitions in the same year seem to report a higher performance. However, the improvement in the bidder's performance over the three years window we consider could result from subsequent transactions realized by the bidder over this window. In such a case, the variable (FREQA) may capture this effect since bidders who make multiple acquisitions are usually engaged in a M&A program that lasts for more than one year. In order to check the robustness of our findings, we include in specifications (1) to (9) reported in Table 5 a dummy variable (SUBSEQUENT) that equals one if the bidder makes a merger or acquisition during the three years following the event year, and zero otherwise. The information required to construct this variable is hand collected from proxy statements. Our results are reported in Table 7 . Overall, our results and conclusions remain unchanged. Interestingly, SUBSEQUENT has a positive but insignificant coefficient in all of nine specifications suggesting that it is the number of transactions realized during the year, and not the ones conducted subsequently that improve the bidder's performance.
(Insert Table 7 about here)
Furthermore, merger and acquisition transactions could lead to a change in the management of the acquiring company (especially in the case of a merger). Accordingly, the abnormal positive performance reported for the bidder could result from the higher skills of the new manager instead of the acquisition itself. In order to check the robustness of our findings, we construct a dummy variable (CEO CHANGE) that controls for CEO Turnover around the transaction and add it to specifications (4) to (9). Our results are reported in Table 8 .
(Insert Table 8 about here)
Our results and conclusions remain unchanged. CEOCHANGE has a consistently negative coefficient but it is never significant. Accordingly, a change in the bidder's top management does not seem to affect its post acquisition performance.
We also conduct some additional tests in order to check the robustness of our findings. First, we use instead of the %BLOCK and %INST, the corresponding number of stake-holders (#BLOCK and
#INST) as well as the number of non insider block holders (# NON INSIDER BLOCK).
The results are reported in Table 9 . Overall, our conclusions remain unchanged. Interestingly, the coefficient of # NON INSIDER BLOCK and #INST are positive which suggests that the presence of multiple non insider block holders and institutions is beneficial for the bidders' shareholders. Unfortunately, the insignificance of these variables' coefficients does not provide support for this conclusion.
Second, we re-run specifications (1) to (9) while controlling for the type of target, private or public by adding a dummy variable (PUBLIC) that equals one if the target is public, zero otherwise. The results are reported in Table 10 . The coefficient of PUBLIC is never significant at all. The other coefficients in the models remain remarkably stable.
(Insert Tables 9 and 10 about here)
CONCLUSION
This paper assesses the long run performance of acquiring firms in the property liability industry and investigates the impact of internal and external governance characteristics on the observed post acquisition performance.
Although the literature has largely examined the impact of M&A on short run performance and market reaction of bidders at the announcement, very few studies examined whether these transactions indeed create wealth in the long run.
We show, with a sample of 177 transactions, out of which 30 involve foreign targets, that they indeed lead to positive and significant unadjusted and market adjusted buy and hold returns over three years following the transaction. Furthermore, tender offers appear to be more profitable than mergers, and positive returns are significantly higher for frequent acquirers and in countries where investor protection is better (i.e., where legal rules exist and are enforced). Foreign acquisitions do not have a significant impact on the bidder's performance even when they involve a geographical diversification or a target from the European Union.
Once we introduce internal corporate governance mechanisms, such as board independence and turnover, we find that these variables affect the long run positive performance of bidders. We also show that CEO ownership has a negative impact which is consistent with the entrenchment hypothesis. Finally, as expected, the legal environment and the extent of shareholder protection determine the extent of buy and hold abnormal returns in the long run, as transactions in more protective environments seem to yield a better performance. 
Target nation Number of transactions
Argentina 1 Australia 2 Bermuda 2 Brazil 3 Canada 2 Colombia 1 Denmark 1 Egypt 1 Finland 1 France 2 Hong Kong 1 Indonesia 1
TABLE 3-LONG RUN PERFORMANCE OF ACQUIRERS
This table reports the three-year Buy and Hold returns (BHR 3yr) and the three-year abnormal returns (adjusted for market returns over three years) (BHAR 3yr), for the whole sample as well as for the subsamples of foreign and domestic acquisitions, and for focusing and diversifying transactions. The p-values for the test of difference are obtained with a t-test (for mean equality) and a Wilcoxon Rank-Sum test (for median equality). a, b, and c refer to significance at the 1, 5 and 10% levels respectively.
BHR 3yr BHAR 3yr
Panel A-Acquirers' long run performance 
TABLE 4-UNIVARIATE ANALYSIS
This table reports univariate results for the subsamples of foreign and domestic acquisitions and for focusing and diversifying transactions based on variables related to the deal characteristics (type of transaction (i.e., merger or tender offer), frequent acquirer, % acquired), to the target's external governance characteristics (law and order, corruption, enforcement of contracts, legal origin), and to the bidder's internal governance characteristics (Board size, % of independent directors sitting on the board % of new nominees on the board, % of shares held by the CEO, % of shares held by block-holders, % of shares held by institutions as well as the tenure of the CEO and the change of CEO). For a detailed description of the variables, please refer to Table 6 . Tests of difference in means and statistical significance between both sub samples appear in the last column. a , b and c refer to significance at the 1, 5 and 10% levels respectively. 
Panel A-Univariate analysis according to the target origin
